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ABSTRACT 
Many Western populist political leaders have 
risen to prominence in their countries on an anti-
globalisation, anti-trade and anti-foreign 
platform. Free trade is no longer in favour. 
Instead, populist agendas of protectionism and 
nationalist, inward-looking policies are the order 
of the day. Opposition to trade and trade 
agreements has increased. In this paper the 
following issues are examined: populism, free 
trade, opposition to trade, the benefits of free 
trade and the costs of protectionism.  
INTRODUCTION 
Globalisation has become increasingly 
unfashionable and unpopular in Western 
countries [1]. Instead, there is a wave of 
populism that is sweeping across many Western 
societies [2]. Some examples include Britain’s 
decision to leave the European Union, Donald 
Trump’s takeover of the Republican Party and 
subsequent victory in the 2016 US Presidential 
election, nationalist and authoritarian regimes 
that have come to power in Eastern European 
countries such as Hunga ry and Poland and 
populist right-wing political parties in France, 
Germany and the Netherlands gaining 
prominence and recognition [3].  
The elements of populism are authoritarianism, 
nativism, anti-establishment and anti-immigrant 
sentiments [4], [2]. Populist Western leaders who 
have gained public attention include Donald 
Trump (US), Marine Le Pen (France), Norbet 
Hofer (Austria), Nigel Farage (UK) and Geert 
Wilders (Netherlands) [2].  Populist movements 
emphasise a ‘Them’ versus ‘Us’ scenario which 
is divisive and hostile, with ‘Them’ being 
foreigners and immigrants who take away ‘Our’ 
job opportunities and prosperity and use ‘Our’ 
public services [2].   
 
Furthermore, populism evokes strong suspicion 
and distrust towards globalisation, national 
governments, multilateral institutions, educated 
elites, the media, elected politicians, big business 
and the rich [2]. A Populist leaders also claim 
that the establishment is unethical because it 
focuses on self-enrichment or is more focused on 
the well-being of minorities or immigrants 
instead of a country’s legal residents [3]. 
Populism has thrived in certain Western 
countries due to mounting economic uncertainty 
as well as “social deprivation” that has been felt 
by people who feel left-behind by globalisation 
[2]. Individuals who are prone to be drawn to 
support populist movements are those whose 
lives are affected by minimum wages, prolonged 
unemployment, blue-collar workers, those 
relying on social services such as government 
housing and single parent households [2].    
 
Free Trade  
Free trade is defined as trade that takes place 
without any restrictions or government 
intervention [6]. In the 19th century, the British 
historian Thomas Babington Macaulay lamented 
that “free trade, one of the greatest blessings 
which a government can confer on a people, is in 
almost every country unpopular” [7]. The Global 
Competitiveness Report 2016-2017 notes that 
many nations in the global economy have been 
overwhelmed by rising income and wealth 
inequality and lackluster output growth. This has 
translated in a backlash against globalisation 
which is seen as benefitting the elites [1],[5] and 
has resulted in requests for protectionism and 
more nationalist policies [5].  
 
The World Trade Report 2013 developed by the 
World Trade Organisation acknowledges that 
support for free trade has waned due to worries 
about job security, uneven income distribution 
and a lack of social justice [8]. According to 
public surveys carried out with American and 
European publics, it was found that they are 
weary and cautious regarding the assertion that 
trade and trade agreements are beneficial [9].  
This is particularly worrying in view of the fact   
that at least half of all global trade takes place 
within Free Trade Agreements [9].  
  
 
 
For centuries, countries around the world have 
engaged in trade in goods and services with one 
another [9]. The consequences of free trade are:  
 
 Both customers and businesses are able 
to easily buy the goods that they need. 
 If an exporter country utilises its 
country national advantages, for 
example its ample resources, then 
imported products can be less expensive 
than locally produced ones.  
 If imports are cheaper, this can decrease 
a firm’s expenses resulting in increased 
profit margins, and this could translate 
into better wages for workers.  
 Free trade can contribute to improving 
economic prosperity in developing 
countries [10].  
Adam Smith, championed free market ideology 
in the 18th century and suggested that if countries 
wanted to create economic development, they 
needed to participate in free trade with other 
nations [11]. Adam Smith also developed a trade 
theory called the ‘Theory of Absolute 
Advantage’ which emphasised that in an 
environment of free trade, a country gains from 
international trade if it specialises in those 
activities where it has an absolute advantage [6]. 
David Ricardo, an influential economist 
developed the ‘Theory of Comparative 
Advantage’. Ricardo explained that in a world of 
free, unrestricted trade, even if a country had 
relative and not absolute advantage when 
producing different goods in comparison to 
another country, it was still beneficial for both 
countries to engage in international trade [6].  
 
Opposition to trade  
Many western countries are moving towards 
protectionism [5], yet developing countries have 
been urged to embrace trade liberalisation and 
open economies. For instance, there are in excess 
of 380 Free Trade Agreements in existence and 
the United States, the main champion of free 
market capitalism and free trade is involved in 
about ten of them [9],[1]. For a large part of his 
campaign to be the Republican nominee in the 
2016 American general election, Donald Trump 
has questioned and lashed out against free trade 
deals [12].  
 
Trump has condemned the Transatlantic Trade 
and Investment Partnership Agreement (TTIP) 
between the United States and the European 
Union, the Trans Pacific Partnership (TPP) 
between the United States and Asia-Pacific 
countries, the North American Free Trade 
Agreement (NAFTA) and praised the United 
Kingdom for choosing to leave the European 
Union [12].  
 
The Trans Pacific Partnership (TPP) was a trade 
agreement that was being finalised between 
twelve nations located in Asia, the Pacific and 
the United States [13]. The TPP agreement was 
not finalised and approved because on the 23 
January 2017 the United States announced that it 
withdrew participation in the TPP agreement 
[14]. The TPP agreement was designed to be 
more than just a bilateral trade agreement, it was 
supposed to be a free trade area where there is 
free movement of labour, capital, goods and 
information [15].  
 
Followers of populism reject free trade in favour 
of ‘fair trade, yet the meaning ‘fair trade’ is not 
clearly defined [16].  In the United States for 
example, trade is associated with the loss of jobs 
and being the cause of trade deficits and are seen 
as being “caused by foreigners who do not play 
fair” [16]. The strongly argued debates about 
trade are often uneven, inconsistent and pro-
nationalist. For instance, heated debates about 
trade are focused on some countries while other 
countries are not mentioned at all. Anti-trade 
sentiments are coupled with nationalist attitudes 
and are aimed at countries such as Mexico, 
China, India, Japan and Vietnam [16]. This is 
despite the fact that the US has trade deficits 
with both the European Union and Germany (the 
US trade deficit with Germany is bigger in 
comparison to that of Mexico). Yet, these 
countries are rarely lambasted [16].   
 
Another example of the inconsistencies in the 
trade debate is that the United States expressed 
concern that “billions of dollars” is lost to India 
via trade. Yet, the United States had bigger trade 
deficits with Italy and Ireland than it did with 
India and no mention of this was made [16]. 
 
Since the failure of the World Trade 
Organisation’s Doha Round in 2001, many 
countries have preferred to participate in bilateral 
trade agreements as opposed to multilateral trade 
agreements [13]. The Doha Round of trade 
negotiations focused on trade liberalisation, [17] 
and carrying out trade agreements as well as 
addressing challenges experienced by developing 
countries that limit them from benefiting from 
  
 
trade in agriculture, clothing, fish and textiles 
[18].  
 
Developed countries are now showing a 
partiality for concluding bilateral trade 
agreements with developing counties instead of 
multilateral trade agreements with them [13]. 
This preference of undertaking bilateral trade 
agreements with developing countries instead of 
multilateral trade agreements with them which 
are more inclusive and encompassing could 
endanger and undermine international trade [13]. 
These bilateral trade agreements could adversely 
affect developing countries as they may be 
persuaded by developed countries to accept trade 
terms which are less favourable to them and 
positively skewed in favour of developed 
countries.   
 
Benefits of free trade  
The World Trade Report 2013 mounts a 
persuasive argument in support of free trade. 
According to The World Trade Report 2013, the 
role of trade is threefold: it is a major driver in 
stimulating economic progress, it contributes to 
reducing poverty and it increases a country’s 
wealth [8]. For example, the North American 
Free Trade Agreement (NAFTA) based on free 
trade between the United States, Canada and 
Mexico has created a strong foundation for 
economic growth and progress [18].  
 
International trade has increased in developing 
countries and a number of developing countries 
have overtaken developed countries by achieving 
higher GDP growth rates [9]. For the last two 
decades developing countries share of global 
trade has grown by more than 100 % [13]. 
International trade can also benefit the United 
States [11]. In a similar vein, [19] claims that the 
Transatlantic Trade and Investment Partnership 
(TTIP) is momentous because it includes one 
third of global trade and could strategically 
position the United States and the European 
Union in a more powerful position in relation to 
China.  
Anti-trade sentiment in the United States is 
linked to the argument that due to excessive 
imports and insufficient exports, the country has 
a trade deficit and a trade deficit creates 
unemployment [16]. In contrast, Paul Krugman, 
the distinguished economics Nobel Prize winner 
pointed out that: “International trade is not about 
competition, it is about mutually beneficial 
exchange…imports, not exports are the purpose 
of trade” [20]. The counter-argument by 
proponents of trade is that the assumption that 
unemployment is caused when imports in a 
country exceed its exports is incorrect because 
there is no correlation between unemployment 
and an increasing trade deficit [16].  
 
The theories of Smith and Ricardo emphasise 
why it is crucial for countries to undertake 
international trade with each other [21]. Many 
consumers believe that they should only buy 
products made in their country in order to save 
jobs. Smith and Ricardo’s view differs here as 
they state that a nation’s economy can still be 
prosperous even though their consumers 
purchase products made in other countries which 
could be made at home [21]. Prosperity is 
created because specialisation allows a country 
to manufacture and export products it makes 
most efficiently and to import products that other 
countries can make more efficiently [21].   
 
Trade benefits a nation in three key areas: firstly, 
countries increase manufacturing in order to 
export products overseas and undertake mass 
production which leads to achieving economies 
of scale and this promotes efficiency [9]. 
Secondly, due to strong international 
competition, domestic producers do not have 
monopoly power and therefore domestic 
producers pursue efficiency objectives [9]. 
Thirdly, consumers can choose from a large 
variety of products to buy and this promotes 
lower prices s producers compete with each other 
and this is beneficial to consumers who have a 
low income [9].  
 
It is important to note that although trade is 
beneficial, its advantages increase the more a 
country is ‘open’ and the greater its economic 
freedom [9]. Therefore, it is interesting to note 
that according to the 2016 Economic Freedom 
Index developed by the Heritage Foundation 
[22], Hong Kong is in first position in the world 
in global rankings on economic freedom and the 
United States is at 11th position when it comes to 
economic freedom [22].  Free trade is regarded 
as being positive for all countries including 
consumers from Western countries and people 
from developing countries as it contributes to 
poverty reduction [1].    
 
Countries with open trade regimes are often 
better off than those countries that have strong 
inward-looking, protectionist stance against trade 
[9]. The World Bank conducted a study that 
analysed trade policy and economic growth at 41 
  
 
developing countries over a twenty year period 
(late 1960 to late 1980) and found that 
developing countries that had a more open trade 
policy had higher GDP growth in comparison to 
that of countries that had restricted trade policies 
[9].  
 
Furthermore, Paul Krugman cautions that a trade 
policy aimed at promoting domestic firms in a 
global market is a “beggar-thy-neighbour policy” 
that promotes national interests of one country at 
the cost of other nations [21].  Such a trade 
policy leads to retaliation from other countries 
and creates a trade war which results in countries 
trade being even more- worst off than before 
[21].  
 
Costs of protectionism   
Protectionism is defined as government 
intervention in a country’s domestic industries in 
order to shield them from imports and to actively 
encourage exports [6]. The different forms of 
protectionism include tariffs, quotas, subsidies 
and regulatory requirements intended to make 
imports more difficult [9]. When trade deficits 
increase in a country, proponents of 
protectionism voice concern over this and blame 
free trade and poor trade deals for this [9].  
 
One of the strongest arguments put forward for 
protectionism is that a government needs to 
protect its citizen’s jobs and it’s industries from 
unfair external competition [21]. Economists 
counter-argue that in terms of jobs, it is not the 
quality of jobs but the quality of jobs that are 
generated by trade [11].  
 
Advocates of protectionism claim that businesses 
in developed economies are disadvantaged as 
they cannot compete with businesses from 
developing countries because developing 
countries have the advantage of low-wage labour 
costs [10]. Therefore, supporters of 
protectionism call for trade barriers to restrict the 
import of goods from low-wage countries [10].  
 
In March 2002, United States President George 
W. Bush restricted imports of foreign steel in the 
country in order to protect US steel producers 
from foreign competition. Many steel producers 
were supporters that President Bush relied on for 
re-election in 2004 [21]. The result of the steel 
tariffs was that US carmakers became less 
competitive in relation to the global car market 
and US consumers had to pay higher prices for 
cars [21]. Promoters of free trade counter-argue 
that trade restrictions are disastrous as they have 
more negative consequences for consumers than 
they have positive impacts on producers [7].  
 
Another controversial trade policy aimed at 
protecting European farmer’s jobs is the 
European Union subsidy programme called the 
Common Agricultural Policy (CAP). Under 
CAP, European Union farmers receive huge 
subsidies from the European Union [21]. The 
European Union has imposed trade restriction on 
agricultural imports in order to protect and 
promote its farmers. Importantly, however, 
European consumers have been burdened by the 
higher prices that resulted from CAP. 
Furthermore, African farmers have been severely 
disadvantaged by CAP subsidies given to 
European farmers and have complained to the 
World Trade Organisation about this on 
numerous occasions.  
 
Other arguments for protectionism include 
national defence, protection of infant industries 
[9], and protection of a national economy [10]. 
Many countries place trade restrictions on 
strategic industries and products which are 
regarded as being crucial for national security 
[10]. Governments in some countries protect a 
new industry from foreign competition though 
trade barriers. However, if infant industries 
continue to receive government protection from 
foreign competition, in the long run they become 
less competitive and effective [9]. Protectionism 
of a national economy contradicts Ricardo’s 
‘Theory of Comparative Advantage’ which 
encourages nations to undertake more free trade 
with each other [10].  
 
CONCLUSION  
Countries should not rely only on trade and trade 
policy to address their economic woes and to 
increase economic growth in their countries [5]. 
In order to create economic growth that includes 
everyone, nation’s need to develop extensive 
public policy frameworks that are responsive to 
their economic and social challenges and those 
posed by globalisation [5].  
 
There is an urgent need for reforms to be made at 
the World Trade Organisation in order to 
promote a more balanced world trading system, 
where all countries are treated fairly, equally and 
can benefit from trade [18].   
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